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Boost the housing tax credit 
l'n~sicJl~nt Bill Clinton's fiscal 199D budget recuIH· 

mln}(.latic)l\~ tl) Congn~s1-l :llrl~ady (He trl'g},;el'illg lhl~ 
usual partisan fircworl<s, 

Thero is. however, one relatively slnnll item in Ih"l 
$1,7 trillion spending plan upon whi<:h ll"l'ubli<;an 
IIIHI Ot!rtlocrats ought to agrlle. H't) a proposal to 
illl:r()Us(! the vallie of the hugely slIccessfllllow-im"lmc 
hOllsing tax eredH. 

An~~~;~ 

7,.....· J Tr"'Ir"'I' n~1 r"'Ih,r"'IT Of: IT n, J 

lIlortgages. (.;U111e into play. Rill tax <:rt~(Hl·bas(!(l deals· 
1ll'Olluce more und better atrordabl,c hou~ing pl!r gov 
l)rll1l11mt dollar than other types of subsidies, I.'spe· 

'dally costly and stigmatizing public: housing, 
But the "rn~l'llm is slow ing down. h~.P.clPllllaJial1-

lJasod allOl:nti 

s the 
(;!.lUi!l1'l 

congressional coalitit)n 
in calling Cot' an increase 

in the allotmen 'rson, Tha I would iifiillilce 
annuall some 40000 actdl onal a artmcnt!oJ nation· 
w e, 1,Om of lhem Itl Chicago. 

As the nation moves away from failed pubUc hous
ing and wdfarc d(!p(mtlency and toward a balanced 
federal budget. more emden! ways 1111181 he found to 
help low-Income Americans achieve $(!lr-sulTlclency 
and mtddle-class stalu.q_ The low-income housing lux 
credit is just such a vchlde, l;ollRress should push 
this program back np to'spec(\. 
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January 18, 1998 

Lifeline for Low-Cost Housing 

A mong all the leaks by the Clinton Administration from its forthcoming 
budget plan, one of the best is a proposed 40 percent hike in the tax 
credit for investors in housing for low-income families, This tax credit is 

focused and effective, an exception to the rule that tax credits are often a 
wasteful way to do the Government's business, 

Once the Republicans took control of Congress in 1994, ML Clinton could not 
push through spending increases for his favorite purposes. 

To push his social agenda, the President had to resort to something the G,O,P. 
does like - tax cuts. He has proposed tax credits to help families buy day care 
and pay college tuition and to encourage businesses to hire welfare participants. 
Although these tax cuts can be defended politically, they are scattershot and 
expensive subsidies that only rarely land on the poor families that need them 
most. 

The low-income-housing tax credit is different. It goes mainly to corporations 
that invest money through nonprofit groups to construct or rehabilitate housing 
for the pOOL 

Now that Congress has largely withdrawn from the direct financing of new 
housing, the tax' credit, which costs about $3 billion a year, accounts for over 
90 percent of the low-cost housing built in the country, or some 100,000 units a 
year. The credit is the primary tool used by community development groups in 
New York, Chicago and other large cities to transform blocks ravaged by drug 
addicts and gangs into thriving neighborhoods. The Clinton plan could add 
36,000 rental units each year. 

Every one is needed. There are now only enough publicly subsidized units to 
house one of every four families poor enough to qualify. 
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PRESIDENT CLINTON AND VICE PRESIDENT GORE: 
STRENGTHENING COMMUNITIES FOR AMERICA'S FAMILIES 

January 13, 1998 

.. We now have two-thirds of the American people in their own homes for' the first 
time in the history of the country. and we want to do better and we can. .. One of the things 
that has helped achieve this level of housing is the low-income housing tax credit. It gets 
people to invest for a tax credit to make housing more affordable and more available than 
it would otherwise be . .. 

President Bill Clinton 
December 10, 1997 

Today, Vice-President Gore announces that the Administration's FY99 budget includes a major 
expansion of the Low-[ncome Housing Tax Credit to help spur private-sector development of more 
affordable rental housing for low-income Americans. The President's budget proposal will ask Congress 
to approve a 40% increase in the value of the tax credit, helping finance the development of an additional 
[50,000 - [80,000 units over the next five years. 

EMPOWERING COMMUNITIES AND EXPANDING AFFORDABLE HOUSING. President Clinton and Vice 
President Gore's proposal to expand the Low-[ncome Housing Tax Credit (LlHTC) builds on their 
successful work to make the credit permanent in [993, and is a key part of their agenda to empower 
communities, encourage the development of more affordable housing, and help provide the spark of 
private enterprise to distressed areas. The LlHTC: 

• Expands affordable housiug. Estimates suggest that the LlHTC currently helps develop 
75,000-90,000 affordable housing units each year. The proposed increase in LlHTC's cap will 
mean an additional 150,000-180,000 quality rental housing units for low-income American 
families during the next five years. 

• Provides new opportunity to low-income Americans. An estimated 5 million American 
families live in inadequate housing. Expanding the LlHTC helps address the housing needs of 
America's neediest families by helping create more low-income housing and lowering the cost of 
rent. 

• Iuvests in America's communities. This proposal-- costing $1.6 billion over five years and 
fully funded in the President's FY99 budget -- will help start an economic cycle providing new 
hope and opportunity for millions of Americans in communities across the nation. 

MAKING AFFORDABLE HOUSING A REALITY FOR ALL AMERICANS. The Clinton Adm inistration has 
helped increase the homeownership rate to an all-time high of66 percent. As a result, 67.6 million 
Americans own their homes. These gains are broadly distributed among minorities, women-owned 
households and families with less than median income. The President is also working to make housing 
affordable to all Americans. This proposal builds on the success of the President's other policies to make 
housing affordable and accessible, including: 

• HOME Investments Partnership Program. To date, the Administration has provided almost 
310,000 families with housing assistance through the HOME program. Since 1993, the funding 
for the HOME program has increased by 50% --to $1.5 billion in FY98. 

• Home[ess Assistance. Funding for homeless assistance has increased from $571 million in 1993 
to $823 million today. The President and Vice-President's next budget will include a 40-percent 
increase in homeless assistance, bringing the funding level to $1.15 billion. 
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Record Type: Record 

To: Bruce N. Reed/OPD/EOP 

12/03/97 12:49:24 PM 

cc: Elena Kagan/OPD/EOP, Jose Cerda 1I1/0PD/EOP 
Subject: Update on Low-Income Housing Tax Credit 
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---------------------- Forwarded by Paul J. Weinstein Jr.IOPD/EOP on 12/03/97 12:48 PM ---------------------------

~ Jonathan Orszag 
~.. 12/03/97 12:32:00 PM 

Record Type: Record 

To: 

cc: Paul J. Weinstein Jr. 
Subject: Update on Low-Income Housing Tax Credit 

Message Creation Date was at 3-DEC-1997 12:32:00 

Paul Weinstein and I have been working to get an expansion of the low-income 
housing tax credit back in play for the budget. And it seems as though we've 
been somewhat successful. Treasury is working on the options and we think we 
may have found the funding for it. 

Here's the deal on the funding for the expanded credit: 

FHA reforms we included in last year's budget -- specifically, lifting the loan 
limit -- raise $220 million per year or $1.1 billion over five years. These 
savings are on the mandatory side. 

OMS needs $150 million per year of this money to pay for the mandatory EZ/EC 
program. 

The other $70 million per year -- $350 million over five years -- could be used 
for the low-income housing credit expansion. 

Here's the deal on the credit proposal: 

The arguement for the expansion is essentially as follows' tbe cost to build 
low-income housing has increased over the last four years hilt the program has 
not grown with the cost. Four years ago, the number of requests for the LlHTC 
versus the number of allocations was 2 to 1. Today, this ratio is 3 to 1. 
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Some form of a low-income housing credit expansion will probably happen this 
year. Senator O'Amato has a bill to do this -- costing $1.5 to $2.0 billion 
over five years. (It raises the credit from $1.25 to $1.75 in one step and 
then locks the credit level into the rate of inflation.) As you are probably 
aware, L1SC is lobbying hard for this increase. 

As you know, the Administration is seen as the champion of the LlHTC because we 
permanently extended in 1 993. If Congress increases it this year, without a 
push from us, we could lose ownership of this proposal. Therefore, Paul and I 
believe it is important for us to have some kind of expansion of the LlHTC --
even if the expansion is small. Karl Scholz generally agrees with this 
assessment of the landscape. 

The cost of a LlHTC expansion is very sensitive to the timing and size of the 
expansion. We believe it will be possible for us to have a proposal that 
achieves the same goals of the O'Amato bill, but does it in a much less costly 
manner (hopefully in the $350 million over five years range). For example, if 
the credit expanded by $.10 each year -- from $1.25 this year to $1.35 next 
year, etc. -- up to $1.75 in 2003. Treasury should be getting back to us 
either late today or early tomorrow about these options. 

Paul and I will continue to work with Oeich, Minarik, Scholz, Barr, and HUO to 
get these options refined and into a memo that can be sent to the President on 
Friday night. 
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To: Bruce N. Reed/OPO/EOP, Elena Kagan/OPO/EOP 

cc: 
Subject: Re: Low income Housing Tax Credit 
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---------------------- Forwarded by Paul J. Weinstein Jr.!OPD/EOP on 12101197 10:11 AM ---------------------------

Joseph J, Minarik 

11/25/9705:35:50 PM 

Record Type: Record 

To: Paul J. Weinstein Jr.lOPO/EOP 
cc: Jose Cerda III/OPO/EOP, eleanor s. parker/who/eop 
bee: 
Subject: Re: Low income Housing Tax Credit III 

Thanks for the heads up. As you know, paygo offsets are hard to come by; but we have been out 
front on this, and it should get a hearing. 

Paul J. Weinstein Jr. 11/25/97 03:16:02 PM 
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Record Type: Record 

To: Joseph J. Minarik/OMB/EOP@EOP 

11/25/97 03:16:02 PM 

cc: Jose Cerda III/OPO/EOP, Eleanor S. ParkerIWHO/EOP@EOP 
Subject: Low income Housing Tax Credit 

I wanted to let you know of our strong interest in looking at raising the cap on the Low-Income 
Housing Tax Credit (LlHTC). As you may know, because of inflation, the value of the LlHTC has 
declined dramatically over tha last ten years. In addition, according to every analysis of the 
problem, this nation faces a very serious shortage of safe, decent affordable housing an dthe 
90,000 to 100,000 unites of Housing Credit unites built each year barely make up for the amount 
of affordable housing inventory that is lost each year to abandonement, destruction, and conversion 
to market rate housing. 
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The President made ensuring that the LlHTC became a permanent tax credit a major piece of his 
economic development platform in 1992. We were successful in that effort in 1993. We now 
want to expand the Credit along with increasing the number of incremental housing vouchers and 
improving enforcement of the Fair Lending and Fair Housing laws. Treasury is currently studying 
the LlHTC and we hope to have a proposal in December. After that, we would like for the 
President to announcement a major housing initiative, that would be tied to welfare reform and the 
race initiative in his State of the Union. 
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